i I

v s

Declassified in Part - Sanitized Copy Approved for Release 2013/05/15 : CIA-RDP78-01617A004600010006-4

e, g

OFFICE CF REPCNTS AND BSTINATES, CIA

FAR TAST/PACIFIC BRAICH

Weekly Sumnmeyy

Decenber =« b dJanuary

GEFERAL

ReFRON (e T

¢5.

Declassified in Part - Sanitized Copy Approved for Release 2013/05/15 : CIA-RDP78-01617A004600010006

- 5 Jenuary 1948

Japan Peace Treaty :

The Soviet Goverrment replied to the Chinese ncte of Desember 5 op
the Japancse peace conference by interpreting the Potsdom Azvcement as
making it mendatory that the CFIl prepare the treaty amd by maintaining
the positiom that the Moscow Agreement of 1945 espeelalliy stibulates
that the Far Bastern Cormission will mot comcern itself with the settlew
ment of territorial questions, one of the imporitant covwstituents of any
peace ‘settlement with Jspan. Concession te the other nathlons WwWiiion
fought against Japan is allowed im the propesal that they might work on
subcormittecs aad an informationel consulietive conforence. dJapanese
politicel parties have beon spending a disproperilonnie amount. . of energy
and vocal power in discussing the Japeness poace Ticeby. Untlil recentliy,
political leaders have nut only teen expecting an early pesce treaty bus
also hoping that Japan might be permitbed to bz present at the peace table.
The political strategy appears to be that the Cabinet sirning the treaty
will thenm be able to claim Allied support for its domestic pelicies,
(However, the intransigence of the USSR and the positiom teken by China
maks ?he feasibility of a peace treaty in the near fubture highly question-
able,

Conirol of UK occupation forces in Japen

FFfootive 1 January 1U48 control of the UK occupation forece in Japan
was vested in the Aushralian Govermment and Australian service chiefs. "The
Chiefs of Staff sommititee, composed of representetives from the British,
Yew Zenland, and Indion forces, will be dissolved, according to Acting
Hinister for Defense Urakeford.

Possible Australien labor ban on erms to China

s e S S & . . . . a
The Austrolian haterside woriers® Ln.on i8 considering the imposition of
a ben on loading of arms for the Chinese Nationalist Govermments.

NO CHANGE in C

DECLASSIFIED - .
%a CHANGED TO3 s

sS. -
DDA Memo, 4 APT &

.77 1763
puth: _DDA BEGe T ol

pate: _L_’Z_EEP—-@-& By

1288

. SBCRET

s
-4

m




Declassmed in Part - Sanltlzed Copy Approved for Release 2013/05/15 : CIA-RDP78-01617A004600010006-4

(AT e

Japan--Political

Japanese Diet Developments-~On the reconvening of the Tiet on
10 Decemher the various et parties claived npm*erb?lp as follows:
Social Democrats ~ 1L0.sests, Democrats -~ 105, Teoples. Cooprra,ive -
32, Liberals -~ 120, Doshl Club - 22, Nal Tehi Giin o 15, Farsers?

Party - #, Communists ~ kL, Inde;endentu - 3, vacaneles - 1. The
tion gévo
1

¢

, w3

iis
1G3
first three named parties form the present coalil
Since 10 Decermber Hirano, lezder of the National Tarsers lrﬂﬁn ricnt
wing element of the Yocial Bemecratic Farty, has irdicated that his
group mmbering twenty-fonr will leave the “arty. In view of the Dlet
menber's “rucgkue of giving qllc;iaRCL to Jexders rather than garty

principles it is not unlikely that a new Diet party may be formed f rom
some or all of the wiror relatively risht wing groups such ss the
Pecples Cooperative Party, nwr“no § group, the Doshi Clnbt, Lai Tekd
Giin, and the TFarmérs! Parnyﬁ Tuch a cealition COJbJP“d Wit the
liberal Party could pth&bI”‘bJOCL the prescrnt Cabinet's lecislation

and bring about thé necessity for ancther general election. The
Katayama Cabirel's popularity is slowly diwinishing, not so much as
a result of dislike for the Cabinet's policics but due to the detericrating

ecoromic situation and a tendencv to blame it on those in power.

Jap an-— sconomic

~ Currency Circulation Tops 200 Rillion Yen tark-~The Pank of Japan
currency circulation on Dacorber <Y roacned the stagpering figre of
220 9199000 000 yé&n.  the increase in bank nobe voluse of 6,602 millicn
yen registered bn Decenbar 29 was the blv”but ulrr]e h"”‘s gain ever
recorded. ' :

Korea

The contimued failure of Canada, Indig, and El Salvador teo name
representatives to the UN Xorsan Commission will have a seriocus effect
on the ability of the Commiscion to accomplish,its mission in Kores
and will play into the hands of Soviet *“f“ﬂCunda wnich nds consistently
held that the US was attC“pfiﬁ" e use the Gurgmbor Comigsion as 2 tool
for its "treacherous" plans in hores. doupled with the antieipated
poycott by the Ukraine; the contlraou ansenice of da‘e~eru from t. three
above-mentioned countries would leave the Comalssion with only S members,
Whetner the absences are due to mere lnectis on the part of tae govern—

-ments involved or personal wrwillingness on the'zart of potential deles
to serve in & troubled area, the Soviet! rropsgarda wmachine can be exne
to hail the development as a "reveli" by "srall nations® arainst the
"imperialistic schemings® ef the U3. Such a situation canno¥% fail to de~
tract from the Commission's prestige in kevcmAaq the representative of

B}

Yworid opinion', and will inevitably hamnper it in its work,
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' The e:hpi'tasis in tae Co:munist seventh Muncliwian offensive has
shifted westuw.ry from aicder be the Hsimoin-Ghinchou siesi - The Comunists,
Frocably unilling to exponu the men snu mafericl necessiry to tulke lukden
ut the present, will now concoentrete on durngine tiwe @eiping~lukden rail
rouG o5 cuiensively o jossible, ‘the tationalists wre nou enznret 1n withe
Urewing tielir bebtor wnits from Chnjchun, Kirin, ana ceupingkei, one of
widch will provculy oc ithe next Corsmundst teret,

To thé soutli, all reil roads luaaing oub of §eiping huave Lecn
suvjecieu to Comrmnist intcerdiction during Lhe past fov veels. In ilonen,
Comaunist ceneral . Liu bo-cheny s :edn secene active along the Yongtse,
interrupting river shiyping in the usuelr wrea, vhile other Coirmunist
units are acbive over vro.u wiwus norbavest of Hunkow,

Internal Aittulirs : , .

i A “Ruonintung Lemocrutic Group” huas veen formed in ilong Kong under
the le.dersiip of Ii Chiw-shen, old time South Cnine Larlord, &nd once Chief
of “taff to Chicng Kai-shek., This orpunisction constitutes an attenpt to
relly various southern dissidents csuinst the ational Goverumcent, anu to
provide for sssunption uf power in the south when the Govermnent fulls, !
The forrution of such an oryznization s been expected for some tinc,

On & dugust 1947 the Hational Government announccd its intention to issue

& varrent for Li's arrest on Cherges of "brouson....organizing & privete

army and making slanderous stuborents cgeinst tie Governoent,' ond since

thut tiome theére hwve Leen @ series of reports wobineting the nalure of o
fubure Jouth China coslition aypzinst Chiaung, Hovéver, the signifiennt

factor not yeb nwae eleur is the exient ane the nwoure of the militury support
sccorued id's orgunization, enc whether such personalities us Tsel Tinge

kadl ana Chong Fa-xuel have pledszeo their pardicijation,

leo Tse-tung, lengtine leuder of the Chinese Commmnists, made his
first lengthy publie uttersnec since 1945 in a roport to the Central Com-
mittee of the Chinese Coprunist rarty on 25 Ueccmbver 1947. lao¥s speech .
wes mdlitantly optizistic in btone, and scornful of Chiany Rai-shek, once
more characterized as the running dog of US irgerialism, Huo outlined ten
principles which have guidced Communist strategy in the civil wer, anc
stated that these principles bhove enciled the Colmunists Lo overcone the
tepporary wlventsge enjoyed by Chisng in 19406, - He rcenphasived the Come
murist agrarien progpam, reitercling thic bueic prineijples announced Uy
the Centrel Conndtiee of the Commnist Turty.on 10 Cetouer 1947. lzo ubpged
the mervers of his party -- nutvering, he sald, 2,700,000 == to he: to the
party iine and avoid erroneous’ thinking”. Finally ifso recomended thad
the Far fast, iike farope, unite in the ereatlon of & Gomdnforn,

Reports frof: itionslist eireles ussert that Comminist leaders

& '
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Lin liso una 1d Ii-stn have ¢jeneu negotictions with tne USSR for exchanse
of Sovict arwms for lianchuriun corsmodities.

Chiang Kai-shelk, in his wnnual "Stute of the liction" ud:ress on
31 Lecember l9h7, deseribed the present Communist rencee as coming "us
much frow vithout us from within". He declured thut the ruin lled forces
must be unnihilited within o yesr, vut admitted it would tuke yeurs to
clesn up Conwnwnist remnunts,

wxternul .iffairs

The Chincse fAmbascudor in losco. opposed « collective aiplomatic
corps protest over the nei ruble exchunge rute, end refused, zs Leun of the
Corps, to cull a iceting with & view touwrd ui:king such a protest to the
Usiile . The uritish fudbussudor then ugreed to twke the initiutive wnu wis
assured of sujport fram the US lriussy. :
o :

Loscow's recent rudio blist wii.inst the uodinteng und tac new
Chincse Constitution reprosentca the strongest cttick yet rude on the Chi-
nese Govermient Ly un officiul l.oscow or. un, und, wccorfiing to some sources
in lunking, reflects & change in tuctics towsrd Chins on the paurt of the
Soviot Governient. Hitherto the dovict-—controlled press in Chine his muine
tained neutrulity in coument on the Chinese civil ur, while the rudio wnd
press within Qussian borders has refreined from openly siding with the
Chinese Cammunists or dircctly wttacking t.hc Generalissimo,

The Soviet Consul at reiping has cenied the report b the Chief
of stuff of the Generulissiro's Teipin hecdiucrters alleging Soviet -
pilitury wia to the Chinesc Co.smnists. ‘The Consul ulso repudiztecd the -
recent story of @ SovieteChinese Conzmnist agreerent for military aid,
and used the occusion Lo emphusize thut the USHR recognises onlJ the
Chinese lztional Governuent,

Kconomic

Finance Uinister UK. Yul, in 4 report to the ltesident Committee
of the reople's lolitical Council on 3 Janusry, stuted thet the lationzl
Governient budpetery deficit wt the end of the yeur 1947 vius 26,400 villion
Chinuse dollars (or approxim:tely US, 296,000,000 «t the officizl "open
rurket? exchunge rute). He pointed out that Chinats forcign trude position
shoved some lmgrovement in 1947 over previous yecrs, but the unfuvoruble
bulunce of lust yeur anounted to 4,270 tillion Chinese dollars.

Currency. The US dollur on the Shun:hui Llick mhrket renuined
fairly stezdy the pust tuo ieeks, iith mone; continuing tight in foce of
the genund for lunur ilew Yewr scttiepents, The i3 rale vais CN 152,000 on
2 Junuury coupirea with 135,000 of & month ugo. e Mopen® sclling rute
va.s incrcased on 3G Lecenber Irom CN E4,000 to YW,CL0.

Irices, The ceneral c¢ost of living index for Lecember 1947
reached 63,200 compared with the busic yesr 1936 an i.ncredse of 22;) over

5:CRLT
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Hoveuver., For the period of 24 to 29 Locerber inclusive dn increuse of
2.7, tws reported in general index of vholesile grices of busic comsodities,

witiy food wrG building satericls making the greatest guing

Fereign Trade, .ejorts from Yunlting oh 27 Lecember rewecl Lhot
the state Cauncil haS ¢ pFoved o measurce to increase imjort auties by 503
effective 1 Jumuury, o ull cormodities except cotion » Ticey sheet flour,
gusoline, kerssenc, ww dicsel oil. This is znother round in inercasing
budgetery revenue, uniech, if trends continue s vill be offset by inersised
expenditurss becuuse of 1rising priees.

Budget., }‘_I'hgr.‘:s"t;'zte Couneil is reported to Le stuaying o CN 90
trillion budget for the first half of 19485 & hupe sum conpured uith the
CN ©.3 trillion set up Yor the 1947 budcet, Lo

Vievis on neorordc Conditions by Foreign lidnister Lr, “ane Shihe~ghieh.
ire. .ang reports thet fac fobinet Teels only = stabsiized curreney cun - '
prove the economic sitwitiong thed militery oxpenditures cannot be roduced
anG thet increused tosws wre ineffective couinst constently deprceiunting
curr¢ncy.  le sgrecs thub stabilization of the eurroncy alone would be ine
sufiicient, snd rust be cecorpunied by adenste inprovenents and reforns
in other fields. Cencerning US zid Lo Chinay Dr. .ang hus relscd no ob~
Jection Lo the inciasion of those reservations ineluded in aid plans now
in eitect or Leing prepurcd for - rope, (\Fbft ¢omment: senercl unstoble
‘eursyeney «rna inflizion upe results, not the busic couse of Chinsts present g
econoide ills,) * : ‘ : ' ' i

By
Rowe

Trenspoctation: Rudlrouds. Aceording to reecnt informciion the ‘
railvay situztion Chins worsens in the face of continued Comunist oifensives,.
Aetieen 50 and () of all rail lines ¢re now disrupted., The onl lincs which
huve consistontly remained open-are the Shenghoi-Nankiny line, tie Gantone
Hankow ant the line in Commmnist territory from Linchouli to Suifenho dn
Vanchurii. 'The railvay from Tientsin to Chintmuangteo was open-on 2 Januvary
atter heving been glmost constantly inopcrable since 1. Lecomber » but further
bresaks are cxpécfcegi. In wost cuses bi€s are burned uno ruils wre romoved
vhich iukes repuir almest ingossible, -No double=tracked lines cre consisg-
tently in serviece in Chin: since roile fvom ome line hove beon removed to
repir the other, ' ' -

| UNisa Fish @hiches, The Sovernment cppears reluctant to intcpe
vene in the Shanzhai fish. niriet dispute. over UILRA's offoris to increzse
catches gnd bring priccs wovn in oppositien to the fish ronopoly who vidsgh
to feduce catches und keep jrices up, The question is Just how far will
the cove anelei nee £ wanf sted fishing interests, 50X1
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Siam

The Siamese provisional povernment last week proclaimed the repeal,
by Royal decree, of the emergency powers held by the Army since 20 Nov 47,
These emergency powers had enabled the military to make legal house-
searches and arrests in order to insure the preservation of peace and. order
end to forestall possible counbter-ooup activities. The emounced reasons
for the repsal of these powers were that the present regime is now free
from attack, that peace and order is established, and *hat the Police Force
is ocapable of handlingz the present aztuaulona

W/t Preanch feels that this proclamation mes issusd probably for
either or both of two ovjectives: {a) to vemove grounds for opposition
chalges that the Army has toc much power and is in a positlon to comirol
the elections at the end of Jznuary, and (b) to win foreign recognition
by oreating sn sura of responsibility and tranquility ebout Siam end the

’present regime, If the latter objective is achieved, the cpposition

; groups, in attempting to stage a forceful ccmeback, mou?d be placed 1n the
j role of rebelling against a stable and duly recognized govermnente. As the
i situation exists at present, a successful return to power by the opposition
would negate the guestiom of recognition since foreign recognition of the
Themrong Government continues. '

Burma,

Burma became a sovereign independent republic, knovn as the Union of

’ ‘Burma, on 4 Januery at the precise moment ordained by certain Ruddhist
astrologers, after some disagreement, to be the most zuspicious for
Burma‘s futuve. Burma enters into indepondenoe with the mogt honest

, Govermment in its history, enjoying the support and assistance of the UK,
i but nevertheless beset with several difficult problems., The major problem
ig the establishment of a strong central Government end effective admin-
istration under a constitution, the provisions of which permit the formation
of almost any type of Governnente The realization of anything approaching
good Government depends,to a large degree, upon the ocontinued internal
cohesion of the Anti—Fascist leaguo, the dominant political organizetion in
Burma. Friction within the AFL has been reported on several occasions since
Aung, San's death, and its disintegration would lead to chaos throughout the
country. The developﬂent of effective administration is handiecapped by the
shortage of qualified administrators which will continue es long as Burms.’s
educational system continues to deteriorate. Lawlessness is still rempant
and unchecked in varicus parts of the country, often instigated by dissident
personalities end political factioms - notably ithe Communisis, HMinorities,
both foreign and indigenous, pose another serious problem. Although most
of these othnic groups have made an uneasy truce with the predominantly
Burmese Govermnment and have accepted the constitutiom, tension continues,
particularly among, the Karens.

SECRET
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It is probable that the use of atomic emergy will be one of the tepics of
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Burmo., (continued)

Bconomically, the country has made silow but steady progress towards
rehabilitation, excopt im areces nost affested by lewlessness, snd i
now almost able to pay its owvn way with rcceipts received largely from
the export of rice., The Government's policy, avowedly lefbist, is the
socialization of land and industry. Despite comsiderable talk of drastic
measures, it appears that secialisation will be carried out graduelly,
legally, and by the payment of compensation for expropriated propertye

It is cesential therefore that the AFL, whish spomsors the currend
Government, maintein its present unity and integrity at leest for the
next two years, if Burma ic to tccome an cceoncmically and pelitically
steble nation respomsible for ifts internal tranquillby ard international’
reputation, '

Ausgtralis |

FIC nepgotiations with Australian Sovermment. The S Foreign Liquid.
dation Commiosion représentative, uydney, nas roported thet the Australian
Commomwealth Government requests immediate ocoupancy and use of US Navy
faoilities in the Manus area. A representative cof the Commenwealth Governs
ment expects the purchase price to be & token figure without regard for
the original investment. The FIC representative reports further that he
has been unsucosssful in obteinming favorable Australian resction to a onge
parcel deal involving Wew Guinea installstions, British lend-Leass surpius’
and Mowus. The Commonwealih Goverament maintains that any such deal is a
fevor to the US end has inmdicated that it is prepared to exevi any meens
necessary to settle on its own terms. Currently the Australian Government
has indicated en intention to withdrew eny lwlterest in Manus if terms are’
not accepted, in which case it may publicly cite tho "unreesonable” US
demands es maeking its plans for Menus impossible., While recognizing the
politiocal edvantage of acceding to their request regerding lianus, the FIC
ropresentative has recommended that e price be set on a take-it=or-lsave=
it basiss - : o :

Good-will mission o India. At tho request of the Indian Govorrmont,
Ausvrelia is sending a scientific good-will mission to Indiaiwhibﬁﬁis
expocted to errive in Jamuary. Its functicn is te report on seientifio
Gevelopments in Australia and the applicaticn of seicucs tc netwrsl resources.

discussion. The importance of the mission is indicated by the caliber of men
composing it, most of whom are leaders in the fields of Physies, Industrial
Chemistry, Agricultural research, and Electrical Englneering,.

Economic. An interesting effect of the'doilar ghortage ig the lmpetus
given ©o Aus%&alia's export trade end manufacburing industry. Iuncreasoed '
production st lower costs is necessary to enmable Australia to compete in
the dollar market, The Goverument is considering restrictions on home
oonsumption in order to take advantege of export opportunities.



Declassmed in Part - Sanltlzed Copy Approved for Release 2013/05/15 : CIA-RDP78- 01617A004600010006 4

ZZORET

- v

Bustralia (continued)
Domestic prices are expected to rise somewhet in 1948, The 40

hour work week, {instituted 1 Janvary) the ebolition of federal -«
subsidies, and the rise in overseas prices are comtributing factors. ‘

tew Zealend

Milita?¥g Plans for the post-war Air Force envisage maintenance
of 'ivée squadrons comprising 4,000 reguler officers and men togother
with 2,000 non=repguler persomnel. Total cos% when the force is fully
established is estimated at 4,500,000 pounds a year, The plan has been
approved by the Defense Council end enabling legislation is now being
prepared.

thilippines ,_ ' -

Reuwctivation of Ihillypince Constcimdory., Cf considercble impor-
tunee, in vicw of continucd reports of lossnble snjor disturbances in
the I'hildjpines, hws Ucen the reuctivetion of the Ihilippine Consti
bulary on 1 Junuery oo scheduled wiith the forimer Chief of the Mildtury
rolice Coruxing, fuu, Gen, lLorisno Castancda; us its heud. “hile it
ie not now considered likely thoet CosteneCe WAl4 Le inwvolved in eny
overt move o einst the loxas caminictroiion it hus veen establi stleu
thot w strong feeling of rutucl distrust cxdsts wetueen }re sident oxus
and Cestuneds. This situaticn tends to vcelien lresicent loxes? c,w-..l.LLby
to dewld eifectively with the problem of low eng order «t « time vhen
Gissicent elements contimue to threcten cna will jroboeibly result in
rather cdrolt shifting of top pcreomnel in Loth the Consteuvuliry and
Arped Forees.
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